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INTRODUCTION AND PURPOSF.

2 Q. PLEASE STATE YOURNAME, BUSINESS ADDRESS AND POSITION.

3 A. My nainc is,lane L, McManeus. My business address is 526 South Church Street,

Charlotte, North Carolina. I am Director, Rates for Duke Energy Carolinas, LLC

("Duke Encr y Carolinas" or the "Coi«pany"),

6 Q, DID YOU PREVIOUSI, Y SLBMIT DIRECT TFSTIMONY AND k:XIIIBITS

IN 'I'HIS PROCEEDING?

A. Yes.

9 Q. WHAT IS THE PURPOSF. OF YOUR SUPPLFMENTAL TESTIMONY?

10 A. The purpose o( my supplemental testimony is to present information supporting thc

12

Settlement Agreemcnt entered into by and among the Company, the Office of

Regulatory Staff ("ORS"), and the South Carolina Energy Users Coinniittee

("SCEU("'l, rlated August 1.5, 00S (the "Settlemcnt"),

14 II. THE SETTI.EMENT

1S Q. WIIAT ARE TIIE PRINCIPAL PROVISIONS OF .I.'HE SFTTLEMFNT?

16 A. The principal terms of the Settlement are as follovvs: (i) acceptance of thc ORS

17

20

21

Witness Robert A, Lavvycr's pre-filed direct testimony concerniiig adjustmcnts to

the Company's over/under recovered fLtel and environmental costs; (ii) application

of $60 inillion of amounts ox er-collected by Duke K',nergy Carolinas through time

from South Carolina customers for Catawba purchased capacity leveli7ation (PCL)

costs and demand-side management (DSM) costs as partial collection of the

Company's South Carolina jurisdictional un-recovered fuel balance; aud (iii)

acceptance of' the f'uel costs, ciivironinental costs, and combiiicd projected fuel
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factors to rcflcct the application of thc PCL and DSM over-collections to thc fuel

rate. 1 urther, the parties have agrccd that no return will be calculated on the amount

applied to the recovery of u»billed f'uel.

4 Q. DOES DUKF, FNERGY CAROI. INAS ACCEPT THE, ACCOIINTING

AD, IUSTMENTS RKCOM A I FN DI.D BY ORS WITN FSS ROBFRT

LAWYER'?

7 A. Yes, as part of the Settlement, thc Company accepts Mr. Lawyer's recommended

adjustments to the Company's over'u»dcr recovered fuel a»d c»vironmental costs.

9 Q. PI,FASI, DESCRIBE THE CA'I'AWBA PURCHASF, D CAPACITY

10 I,EVELIZATION BALANCE AND THE RF.I.ATKD COMMISSION

ORDERS.

12 A, I» connection with thc sale of a paN:ial ownership i»tcrcst in the Catawba Nuclear

17

18

20

23

Station ("'Catawba" ) in I?78-1984 to numerous municipal a»d cooperative clcctric

suppliers (the "co-owners" ), Duke Energy Carolinas agreed to purchase capacity

f'rom the co-owners in decreasing annual amounts over te» to filteen years as their

load grew to utilize their shares of the Catawba ener y output, In thc Company's

rate proceedi»'s in 1985 and 1986, the Commissio» approved lcvelizatio» of

capacity costs related to these power purchases from the Catawba co-owners i»

order to avoid rate shock and to provide rate stability. 'Ihc C'.ommission adopted a

5-year levelization period for thc agreemcnt with the cooperatives and a 7.5-year

lcvelization periocl for the agreeme»t with the I11unicipals, However, thc

Commission required that, at thc end of the levcli7ation periods, a true-up would be

made and rates would be adjusted to reflect thc end of the lcvelization period,
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Order A'o. h'5-841, Docket No, 85-78-L" (October 8, 1985) at 34-42 (addressing

C;atawba Unit l), and Order Eo. 8C)- J 16, Docket No, 86-188-E (November 5, 1986)

(addrcssiiig C'atawba Units I and 2) at 43-45.

Levelizing thc costs of the purchased capacity buyback required the

Company to defer the difference bctvvccn thc level of. purchased power expcnsc

associated with the buy-back arrangements reflected in r.ates and the actual buy-back

costs incurred. Because tlic level of purchased pov cr expense reflected in rates

continued after the levelization periods, the Compailv eventually collected more

than its incurred purchased power cost,

10 On May 10, 1996, the C. onimission approved a rate decrement rider to

reflect an intetlm true-up of the Cata', .ba lcvelization costs aiid certain demand-side

12 management costs. Order iVo. 9C~-337, Docket Nos. 85-78-E, 86-188-E, and 91-

13

15

216-E. In tliis Order, thc Commission observed that subsequent to thc ending of the

stated level i7ation periods, Duke Energy Caroliiias contiilucd the previously

approved lcvelization accounting to defer thc difference betvveen thc level of

purchased povvcr expense associated with the buy-back arrangements reflcctcd in

17

18

19

20

21

rates and the actual buy-back cost incurred. This Order requires thc Company to

continue to account for the Catawba PCL as approved in previous Coillmission

orders, noting that the Company had commitments to continue purchasing power

from thc co-ovvncrs through the year 2000, 'i'his rate rider (i) eliminated fiolll I'ates

the level of purchased power expense associated with the buy-back arrangemciits

reflecte in rates, and (ii) returns some of thc over-collection of thc purchased power

expense tO CustOlllers.
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10

Finally, on, lunc 23, 1999, the Commission approved an accounting order as

another inte6nt true-up to the Catawba PCL. The Commission's order continued a

rate reduction ordered by Commissioii Order No. 93-837 beyond Junc 30, 19?9until

further orcler of the Commission. This rate reduction liad thc cffcct of giving

customers the related profits tbc Company earned on a contract to sell pov er to

Proyess Fnergy (fortnerly Carolina Po» er k Liglit Conipaiiy) over a six year period

ending Junc 30, 1999, By continuing the tate reduction beyond June 30, 1999, the

rate reduction was to be offset by a true-up of the Catawba PCL account. Owlet. JVo.

l999-442-3, Docket Xo, 91-216-E. I he effect of this order and Order Uo. 96-337

was to return over time the over-collection of'the Catawba purchased power costs fo

customers.

12 Q. WHAT IS THE AMOUNT OF THE CATAWBA PIJRCHASED CAPACITY

LE%'EI.IXATION BALANCE?

14 A. The PCL balance as of June 30, 2008 was $83,847,000 and reprcscnts a liability

15 owed to South Carolina retail customers by the Company,

16 Q. WIIAT EFFECT WILL THF. SETTI.FMENT IIAVE ON THF. CA'I'AWBA.

17 PCL BAI.ANCE".

18 A. $60 niillion of thc Catawba PCL balance will be transfcrrecl to thc deferred fuel

account, which v, ill have the effect of Iov, ering the defer eel fuel account to rellect a

2() net(in of a balance customers owc to the Company against an amount the Company

21 ovvcs to customers. The effect is to accelerate the return to customers of the, PCL

balance if the negative i~der approved in Order Uo. 96-337 is not changed. The

Company cstimatcs that the remaining Catawba PCI., balance of $24 million ($84
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million balance at .lune 30, 2008 less $60 million transferred to the defcrrcd fuel

balance) will hc reduced to zero by the end of 200'), if not sooner, because of the

interim true-ups order mentioned earlier, To implement the Settlement provisioiis,

the estimated reduction in non-fuel rates from the interim. true-up orders, equaling

approximately $25 million annually, is first used to recluce the C'atav ha PCL over-

collection balance to zero ancl then incluclecl in thc DSM deferred cost balance as a

liability of customers to Duke Fncrgy C arolinas.

8 Q. PLEASE DKSCRIBF. TIIF. DF.WIAND-SIDE MANAGEMENT BALANCE.

9 A. In tlic Company's most rcccnt gciicral rate case proceediiig in South Carolina

10

12

(Docket No. 91-216-E), tlic Commission approved a dcfcricd account process with

carrying cost coverage and subscqucnt cost of scrvicc amortization for DSM cost

rccovciy, Specifically, the Cotnniission approved a Stipulation hetwccii thc

13 Compaiiy, tlic S,C', Department of Consumer Affairs, and tlic Cotnmlssion Staff

14

16

17

18

20

allowing for (i) thc dcfcrral of certain DSM expenses above the 1990 test year level

included in rates, and (iil thc addition to the deferred balaiicc of carrying costs on

the balallce as calculateil Illonthly. Tlic Commission reaffliimcd its approval of this

cost recoieiy mechanism in Order No. 93-8, Docket No. 92-20&8-F., The recovery

of thc balance in the deferred account was to be addressed iii a subsequent general

rate case proceediiig, However, since about 2002 the Company has over-collected

from customers its DSM costs. As of June 30, 2008, the balance of the defened

account was S99,609,000, This balance represents a liability owed to South

C.arolinarctail customers by the Company. The Conipaity has proposed to flow
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back at least $87 million of the accrued balance through Rider EE (SC) as part of

the Partial Settlement Agreement ftled in Docket No. 2007-3&8-E.

3 Q. WHA'I' EFFECT WILL THE SETTLEMENT IIAVE ON TI IF, DSM

BALANCE?

S A, The Company estimates that the L)SM deferred cost over-collected balance will bc

reduced by approximately 58 million by December 31, 20()9.

III. EFFECT OF THE SETTLEMENT ON PROPOSED FUFI RATES

8 Q. WHAT IS THE NET EFFFCT OF THE SETTLEMENT ON TI IF.

COMPANY'S FUEI FACTORS?

10 A. The Settlement reduces thc 1'uel rate sel. forth in my prc-fIled rlirect testimony and

12

exhibits, such that thc combined projected fuel factors for the Company to charge

for the period beginning with the fIrst billing cycle in October 2008 through the last

billing cycle o I September 2009 by customer class are as follows:

Class of Scrvicc

S(. Fuel Cost
frons

Supplemental
Exhibit. 1

(e/kWh)

SC Envltonmcntal
Costs ('Oi cr)!LJnder

ecovcry from
Exhibit 7 (e/kWh)

SC Environmental Combined
Costs from Exhibit 8 rojected Fuel

(I//kWh) Factor (]/kWh)

'Residential

,4cn el al/LI gh t I I 1g

2 23]7
2.2317
2.2317

-0.0217
-0.0168
-0.0114

0.0439
0,0352
0,0212

2.2539
2.2501

2.2415

15 Exhibit Vos. 6 and 9 to my pre-filed direct testimony have bccn updated to show the

effect ol'the Settlement and are attached hereto as McManeus Supplemental Fxhibit

17 Nos. 1 and 2, respectively.
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IV. CONCLUSION

2 Q. WHAT IS DUKE FNFRGY CAROLINAS ASKING THE COMMISSION

TO DO?

4 A. Duke Fnerg)" Carollnas rcspcctf till) requests that thc Commission approve thc

Settlcmcnt as presented.

6 Q. WERE McMANE US SU PPI.F

CLIENTAL

EXIIIBIT NOS. 1 AND 2

PREPARF. D BY YOU OR UNDER YOUR SUPER%'ISION?

8 A. Yes.

9 Q. DOFS THIS CONCI, UDE YOUR SUPPLEMFNTAI. TESTIMONY?

10 A. Ycs, it does.
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McManeus Supplemental
Exhibit 1
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DUKE ENERGY CAROLINAS

SOUTH CAROLINA FUEI CLAUSE
2008 ANNUAL FUEL HEARING

PROJECTED FUEL FACTOR BY CUSTOMER CLASS

Summa /KN/H

1 Residential
2 General/Lighting
3 Industrial

SC Environmental Costs
{Over)/Under Recovery

SC Fuel Cost from Exhibit 6 from Exhibit 7

2.2317 -0.0217
2.2317 -0.0168
2.2317 -0.0114

SC En vironme ntal Costs Combined Projected
from Exhibit 8 Fuel Factor

0.0439 2.2539
0.0352 2.2501
0.0212 2.2415
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